ll. FINANCING

The financing pattern of the State laws is influenced by the Fed-
eral Unemployment Tax Act since employers may credit toward the
3-percent Federal payroll tax the State contributions which they
pay under an approved State Jaw. They may credit also any sav-
ings on the State tax under an approved experience-rating plan.
However, the total credit may not exceed 90 percent of the 3-percent
Federal tax. There is no Federal tax on employees.

Source of Funds

All the States finance unemployment benefits mainly by contribu-
tions from subject employers on the wages of their covered work-
ers; in addition, three States collect employee contributions. The
funds collected are held for the States in the unemployment trust
fund in the United States Treasury, and interest is credited to the
State accounts. From this fund money is drawn to pay benefits or
to refund contributions erroneously paid.

States with depleted reserves may, under specified conditions,
obtain advances from the Federal unemployment account to finance
benefit payments (see page 19). Advances are to be repaid by
either (1) a trunsfer of funds from the State’s sccount (at the
direction of its governor) to the Federnl unemployment account,
or (2) a decrease in the 90-percent allowable credit agninst the 3-
percent Federal tax if outstanding advances have not been fully
repaid by December 1 of the taxable year starting with the fourth
January 1 after the date of the advance.

Employer contributions—The standard rate of contributions un-
der all State laws except North Dakota, is 2.7 percent, 90 percent of
the Federal tax. Individual employers in all States except Alaska
may pay at reduced rates of contributions under experience-rating
provisions, described below.

Except in six States, the employer’s contribution, like the Federal
tax, is based on the first $3,000 paid to {or earned by) a worker
within a calendar year; in Cualifornia, Delaware, Nevada, Oregon,
and Rhode Island the contribution is based on the first $3,600 per
year and in Alaskn on the first $4,200, Twenty-seven States (see
table 3) have included provisions which, in effect, would automati-
cally extend the employer’s contribution liability to include all
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remuneration for service which may be taxed under the Federal
Unemployment Tax Act, however, the Maryland provision would
limit the extension to $3,600.

Most States follow the Federal pattern in excluding from taxable
wages payments by the employer of the employees’ tax for Federal
old-age and survivors insurance, and payments from or to certain
specinl benefit funds for employees. Under the State laws, wages
include the cash value of remuneration.paid in any medium other
then cash and, in many States, gratuities received in the course of
employment from other than the regular employer.

In every State an employer is suliject to certain interest and/or
penulty poyments for delay or default in poyment of contmbuiuons,
and usually he incurs pénalties for failure or delinquency in mak-
ing reports. In addition, the State administrative agencies have
legal recourse to collect contributions, usually mvolwng jeopardy
assessments, levies, judgments, lens, and civil suits.

The employer who has overpaid is entitled to a refund in every

State. Such refunds may be made within time limits ranging from
1 to 6 years; in two States no limit is specified.
" Employee contributions—QOnly Alabama, Alaske, and New Jersey
collect employee contributions and of the nine States® which for-
merly collected such contributions only Alabama and New Jersey do
so now. In Alabama and New Jersey the tax is on the first $3,000
received from one or more employers in a calendar year and in
Alaska on the first $4,200. The employee contributions are deducted
by the employer from the workers’ pay and sent with his own con-
tribution to the State agency. In Alabama the employee contribu-
tion for unemployment insuranee is 0.1 percent, except if the fund
balance is less than the minimum normal amount (1% times the
highest ratio of benefits to payrolls during the last 10 years applied
to the highest taxable payrolls in the last 3 years) the employee
rate is 0.25 percent. In Alaska employees pay 0.5 percent. In New
Jersey employees pay 0.25 percent for unemployment insurance
purposes and 0.5 percent for disability insurance purposes. Cali-
fornia and Rhode Island collect employee contributions for a re-
lated system of disability insurance.

Financing of administration.—The Social Secunty Act undertook
to assure adequate provision for administering the unemployment
insurance program in all States by authorizing Federal gronts to
States to meet the total cost of “proper and efficient adminisira-
tion” of approved State unemployment insurance laws. These grants
are made from the general Federal treasury. Thus the States have
not had to collect any tex for administration from the employers

- 1 Alabama, Celifornia. Indiona, Kentucky Louisinnn, Massachusetts, New Hompshira,
New Jersey, end Rhode Isiand.
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or to make any appropristions from general State revenues for the
administration of the unemployment insurance laws.

Public Law 567, 83d Congress, approved August 5, 1954, affected
the system of ﬁnancm,, administration of the employment security
program, Since July 1, 1953, the 0.3 percent Federal unemploy-
ment tax has been reserved :Eor employment security purposes. The
Congress will continue to make appropriations for proper and
efficient administration of the Federal-State program., At the end
of each fiscal year after 1953, an amount equal to the excess of taxes
collected under the Federal Unemployment Tax Act over the cost
of administering the Federal and State operations of the program
will be placed in the Federal unemployment account until that
account reaches a balance of $200 million. Thereafter, except as
necessary to maintain this balance, excess tax collections will be
allocated to the trust accounts (in the unemployment trust fund)
of the various States in the proportion that their covered payrolls
bear to the aggregate of all States.

The sums allocated to States’ trust accounts are to be generally
available for bemefit purposes. Under specified conditions a State
may, however, through a special appropriation act of its legislature,
utilize the allocated sums to supplement Federal administrative
grants in financing its operations. Twenty-six of the States have
amended their unemployment insurance laws to permit use of some
of such sums for administrative purposes, and 18 States have appro-
priated funds for buildings, supplies, and other administrative
expenses.

Special State funds—Thirty-seven States have set up special ad-
ministrative funds, made up usually of interest on delinquent con-
tributions, fines and penalties, to meet special needs. The most usual
statement of purpose includes one or more of these three items: (1)
to cover expenditures for which Federal funds have been requested
but not yet received, subject to repayment to the fund; (2) to pay
costs of administration found not to be properly chargeable against
funds obtained from Federal sources; and (3) to replace funds lost
or improperly expended for purposes other than, or in amounts in
excess of, those found necessary for proper administration. Nine
of these 37 States provide for the use of such funds for the purchase
of land and erection of buildings for agency use and North Carolina,
for enlargement, extension, repairs, or improvement of buildings.
In eight States the fund is limited; when it exceeds a specified sum
($1,000 to $100,000) the excess is transferred to the unemployment
compensation fund.

Type of Fund

The first State system of unemployment insurance in this country
(Wisconsin) set up a separate reserve for ench employer. To this
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reserve were credited the contributions of the employer, and from
it were paid benefits to his employees so long as his account had a
credit balance. Most of the States enacted “pooled-fund” laws on
the theory that the risk of unempioyment should be spread among
all employers and that workers should receive benefits regardless of
the balance of the contributions paid by the individual employer
and the benefits paid to his workers.

Experience Rating

All State laws, except Alaska, have in effect some system of
experience rating by which individual employers’ contribution rates
are varied from the standard rate on the basis of their experience
with unemployment risk.

The first experience-rating provisions became effective in Wis-
consin, in January 1938. The other States followed as indicated:

Kumbdor KNuntber
Year of Btates | Year of Btotes
140 8 1944 2
1M1 13 1945 3
1942 17 1947 B
1043 ) 1948 1

Alagka repealed its experience-rating provision effective January
1, 1955; however, separate accounts are maintained for each em-
ployer and claimant to obtain sufficient facts upon which to de-
termine whether an experience-rating system should be readopted
in the future.

Federal requirements for experience rating—State experience-
rating provisions have developed on the basis of the additional
credit provigions of the Socinl Security Act, now the Federal Unem-
ployment Tax Act, as amended in 1939 and in 1954. The Federal
requirements differ for reserve-account and pooled-fund laws. A
reserve-account law would allow employers additional credit against
the Federal tax for reduced rates only if (1) contributions have
been payable to the account during the last 3 years, (2) benefits
have been payable from the account during the preceding year, and
(3) the balance in the reserve equals or exceeds five times the
largest amount of benefit payments in any 1 of the 3 calendar years
preceding the date of computation and at the same time equals 2.5
percent of the aggregate payrolls for the last 3 years.

In States with pooled-fund laws employers receive additional
credit for a lowered rate of contribution if the rates were based
on not less than 3 years of experience “with respect to unemploy-
ment or other factors bearing a direct relation to unemployment
risk.”
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Public Law 767, 83d Congress; npproved September 1, 1954, modi-
fied the requirement of 3 years experience with unemployment by
suthorizing the Statés to extend experience-rating tax reductions
to new and newly covered employers after they have had at least 1
year of such expefience under the State law (fable 8). This modi-
fication permits States to base the rate for an employer with 1 year’s
axperience on that single year, and to base the rate for an employer
with 2 _years of experienice 6n those 2 years. When all employer has
been subject to the State law long enough-to have the raquired 3
years of experience, the mochﬁcetlons provided for newly subject
employers are no longer applicable to him. -

. Under Public Law 767, the States may-also- equnhze a5 auch ‘as
_poss1b1e the opportunity for rate reductions between new and estab-
lished employers, but not to an extent as to give new and mnewly
covered employers any competitive advantage over established
employers. In 17 States opportunity for reduced rates is equalized;
in part or in whole, between employers qualifying with less than
3 years of experience and those who have completed 3 such years
(table 9). Where the employer’s rate is based on the ratio of his
benefits, benefit wages, or compensable separations during the last
3 years to his payrolls. for the same years, equalization of rates is
provided automatically. Likewise, when the reserve ratio is ob-
tained by dividing aggregate payrolls during the last 3 years into
the excess of contributions over -benefit charges since-the-employer
became subject to the law, an employer with 1 or 2 years of experi-
ence can qualify for the same rate as an employer with comparable
experience over a 3-year period. However, when the reserve ratio
is obtained by relating the excess of contributions over benefits for
all past years to the last annual pa.yrol] or to average annual pay-
roll in Tecent years, an employer with 1 or 2 years of experience
cannot quahfy for thé same rate as an employer with comperable
experienice ovér a 3-year period unless an adjustment is made in the
payroll used to compute his reserve percentage or in the reserve
percentages (experience ratio) that he must attain to qualify for
specified contribution rates. Correspondingly, when tho rates are
based on the sum of.any employer’s payroll declines, adjustment
must be made to permit the employer ‘with less than 8 years.of ex-
perience an equal opportunity for rate reduction.

State requirements for-ezperience rating.—In most States 8 years
of experience with unemployment means more than 3 years of
coverage and contribution experience (table 8). Factors affecting
the time required, to become a “qualified” eémployer include (1) the
coversge provisions of the State law (“at any time” ws. 20 weeks;
see table 1); (2) in States using benefits or benefit derivatives in
the experience-rating formula, the type of base period and benefit
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Table 7.-=Summary of experience-rating provisions, 50 States !

Type of experience rating " [Most favorable schedule
- Num- Maxi- | Volun-
ber of mum tary
Bene- sched. Mazi- | pos- | contri-
Btate Re- | Bene- fit ules {Num-| Mini-| mam | sible |butions
Serve fit WOEe Payroll of re- | ber of | mum re- rate per-
retio | ratio | ratio declines duced [ re- rate | duced | (per- |mitted
B33 |- (6 6 (5 States) rates |duced| (per- [ rate | cent) (26
Stutes) | Btates) | States) rates | cent) | (per- Stotes)
" ceni}
Alabama_____.. 1] 21 0.5 26 A
i U} 0] .1 U] 2.7
2 i3 .1 2.5 2.7
2 4| 0 2.5 3.0
7 21 0 .5 2.7
L] 12 .25 .8 2.7
272 26 T1 124 73.0
Dist, 0f Col...._ 2 5 d (- 20 2.7
Florida_ oo (O] 2771 ¢ 2.6 2.9
Georgla_ ... 1 10 .25 2.5 2.7 |uammncan
Hawail_ 1 B] 0O 2,25 2.7 X
Tdaho. oo & 12 .3 2.4 P O T
Dlinois, LY 26 1 2.6 4.0 bl
Indiana_ ... 1 & .1 2.0 2.7 X
Iowa. 3 41 0 .9 .7 X
Kansas. ) 4| 0 [Q)] 271 X
Kentucky.. 3 af 0 21 4.2 X
Lounisiana._ ... 3 7 .1 1.8 27 [eonmeean
Maine. ...eemuee 4 16 .5 2.4 2.7 X
Maryland.__.__ LX) & .2 2.4 L2 PO
2 11 .5 2.5 27 oo
93 4] 0 2.5 b0 X
3 13 | 2.5 3.0 X
4 6 .6 2.3 b I .
3 121 0 2.9 03.6 X
1 11 Wb 2.5 271 4X -
1 ‘8 .1 25 2.7 X
1 9 .1 2.4 ¢ 2T eaaee
2 8 .5 2.6 2.7 |eamaals
5 8} 3 24 ] 38] X
New Mexico....y X |____...f_.C DN D, 2 ] B! 2.4 27 |ocoaomee
New York. ... LU S (O D, Annual and LE] 18] 0 2.3 3.2 X
quar-
terly 1t .
North Carolina. 8 15 .1 2.5 3.7 X
North Dakota.___ 7 12 .3 2.5 3.7 X
Ohio, .o 5 11 .1 240 3.2 X
Oklahoma__ .14 13 .2 2.8 2.7 feaoaea
Oregoo_._____ 1 1| 12 2.3 2711X
Pennsylvania. __|- ) 26 .1 2.6 4,0 X
Rhode Island. ... 11 271 0 2.6 [vw27 ) _______
South Carohna... 4 7] ..25 2.35 2711 X
South Dakota1l| X '1 86| 0 25 2.7 X
4 8 .5 2.4 03,0 s
[ 26 .1 2.6 2T |acconaee
Annualand | (14 () (1) [&] 2.7 |aeeemaae
quar-
terly 1
Vermond ... i oo ___ b G N SR 4 ki .2 2.3 27
Virgindal el el X feeeaeot 143 11 .1 2.5 2.7
‘Washington__ &) (% {15) (%) 2.7
West Virginia__ 13 0 11 2.7
Wisconsin._ 4 8l 0 2.5 1640
Wyoming_ _coo |eeraeo ] X |iiciifome e 4 0] 0 2.4 2,7

! Excindes Alaska which has no experiencerating provision. Figures given apply to employers with
3 or mare years of experience. See tables 8-15 for more datailed analysis of experience-reting provisions.

11 {0 4 rate schedules specified but many seheduies of different requirements for specified rates, applicable
with different '5tate experience [aetors.”” v ' '

* Laws nclude one hasl schedule with nine redueed rates in Arizona and 14 In Kansas, and one schedule
with-five reduced rates in Arizona applieable when the fund reserve ratio 15 within a specified range. [n-
dividua) employers’ rates are to be adjusted up or down to produce average rates of 1,8, 1.5,1.25, 1.0, and 0.8
in Arfzona and 1.6,1.4, 1,2, 1.0, 0.8, 0.6, and 0.4 in Kansas when fund is within specified reserve-ratio brackets;
hence number of schedules is in practice indeterminate. . ) '

¢ Voluntary contrnbugions limited to amount of benefits charged during preceding calendar year {Ar-
kansas) and during the experience perfod {Wyoming); rednetion in rate because of voluntary eontributions
llinited to 0.5 percent {Kansas) and to 1 step (Oregon); voluntary contributlons limited 10 employers with
minus account balances (Montana),

¥ Compensable-separations formila.  See text for details. . .

8 Secondary adjustinent is made hy issuance of credit cortifieates when fund exceeds 4.25 percent of 3-vear
payroll and contributions in last vear exceed henefits hv $500.000 (Connecticut); by {ransferring, at the

{Tootnotes continued on page 23.)
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year and the lag between these two periods, which determine how
goon a new employer may be charged for benefits; (3) the type of
formula used for rate determinations; and (4) the length of the
period between the date as of which rate computations are made and
the effective date for rates,

Types of Formulas for Experfence Rating

Under the general Federal requirements, the experience-rating
provisions of State laws vary greatly, and the number of variations
mcreases with each legislative year. The most significant variations
grow out of differences in the formulas used for rate determinations.
The factor used to measure experience with unemployment is the
basic variable which makes it possible to establish the relative
incidence of unemployment among the workers of different em-
ployers, Differences in such experience represent the major justi-
fication for differences in tax rates, either to provide an incentive
for stabilization of employment or to allocate the cost of unemploy-
ment. At present there are five distinct systems, usually identified
as reserve-ratio, benefit-ratio, benefit-wage-ratio, compensable-separa-
tions, and payroll-decline formulas. A few States have combinations
of the systems. ) R

In spite of significant differences, all systems have certain-com:
mon characteristics. All formulas aré devised to establish® ﬂ_lg: rélar
tive experience of individual employers with unemployment:s or
with benefit costs. To this end, all have factors for measuring each
employer’s experience with unemployment or benefit expenditures,
and all compare this experience with a measure of exposure—
usually payrolls—to establish the relative experience of large and
small employers. However, the five systems differ greatly in the
construction of the formulas, in the factors used to measure experi-

[ (Footnotes for Table 7.}

close of any year, a specified amount of the solvency account In excess of $20 million to the accounts of em-
ployers who hava pald emergency contributions (Michigan); and by allowing a credit of 20 and 40 perpent
of 1ast year’s contributions when fund equsls or exeeeds 7 and 7.25 pereent of average taxable payrells in the
last 3 years (Virginia).

T Rate reduction requirernent of specifled State credit balance suspended for 1960 and 1961, and sdditional
1.5 percent contribution required of all rated employers until second quarter, 1961.

& One rate schedule but individual employer rates adjusted up or down depending on three different fac-
tors in Florida and Pennsylvania. See text for detals.

* Additional tax of 0.5 and 1.0 percent when the State fund reaches specified levels (Maryland); of 0.1 to
0.5 percent when tho negative ndjusted balance of the solvency sccount reaches specified levels (Michigan);
of 02 to 1.0 percent In five steps when the general accoiint reaches specifed levels (New York); of ¢.I to
0.6 percent beginning {n 1962 when the solvency account percentage reaches specified lavels (Rhode Island).

0 Beginning with 3.0 percent, maximam rate increases 0.3 percent per vear from 1950 up to a maximum of
4.5 percent in 1984 and thereafter, 3.8 percent (Missouri). Maximam rate increasing to 3.3 percent July 1,
l%eg, g..’: I;;elercisr. July 1, 1961, and 4.0 percent July 1, 1962 (Tennessee), 2.7 percent rate in effect until 1962
{Rboda Island), -

1 Formula includes duratfon of Yiabliity (Montana, New York, and Utah) and ratio of benefits to contri-
butions (Montans). New York counted in 2 columns. .

13 Rates set by rule in aecordance with authorizatlon In law; in Seuth Dakota with specified limitations,

12 Indefinite number of schedules; each employer’s rate is reduced hy 0.1 percent for each $5 million in
excess of $200 million which represents 8 percent of taxable wages but no empleyer pays less than 0.1 percent
or more than 2.7 percent. i

1 No rate schedules in law; rates determined by distribution of surplus, in specified proportions, to em-
ployers in the flrst 9 of the 10 cxperlenca classes set forth 1 law.

¥ No rate classes. Coentributions sre reduced by credit certifleates. If the credit certificates equals or
exceeds an employer's contribution for the next year, he has, in effect, a zero rate,

W Limited to 3.0 percent in an employer's fourth year of liability.
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Table 8.—Computation daote, effective date for new rates, and minimum period of
experience required under State experience-rating provisions

Minimum period of axpérience requireq for
newly covered employers

Eflective
State Computa-| date for
tion date [new rates| . . Less than 3 years
At least
3 years

Parlod 1 Effective date

12
14

Calorado._ _
Connecticu
Delaware__..
District of Col

ot B otk b st s

Kentueky. ..
L.ouisisna. ..

Tk Pt ok ok ot ek et

Massachusetts.
Michigan. __

Mississippl'..
Missouri-...
Montana__

Now Hampshlre
New Jersey uceune

et b b bt ok otk et et ks

New Meoxleo oooroeemeooe__}June 30 | Jon, 1| X | e e
New York._. 1| Jan, 1 |...o__ - Jan. 1, 1957

North Carolina_. Jan, 1,1955
Igﬂrth Dakota. Jan, 11,1056
ORlaboma.- . S T IR 1"+ S Jan. 11055
Oregon_... . L Jan. 1,1956.
Penusylvania. - S N I 18 months ¢ Jan. 11,1956

Rhboile Island

'Wushingu:m .
West Virgln.ia.
Wisconsin.._. -
Wyoming. _«oeeianimmearamarama——n 30

' Period specified Is period of chargeability except as indicated, subjectivity (Connecticut, Indiana, and'
Michirany; in which contributions are payahle (Idaho, Illingis, Pennsylvanta, and Washington); 1 yvear of
chargeahillw and conteibutlons pnyabge in the 2 preceding calendar years (Nebraska}; coverage {South
Carglina); 2 years of chargeahility and contribntions parable in 3 calendar years (W 1sccnsm)

2 For eruployers who ficst qualify between romputation and effective dates, computation date is December
31 (Michigan): for newly qualified employers, computation date {s end of quarter in which they meest
erperience requirements and eﬂ’ecti\e date Is beginning of next quarter (Alabama, Arizona, Georgla, South
Cargling, and Texns)

s If nn cmployer becomes subject the first kalf of year or 18 months if he becomes subject the second half
ol &

+ To establish elicibility, employing unit need not have heen coverad il records of pay‘rolls for the entire
perfod ars produced at time of coverage.

'
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ence and the methods of measurement, in the number of years over
which the experience is recorded, in the presence or absence of other
factors, and in the relative weight given the various factors in the
final assignment of rates.

Reserve-ratio formule—The reserve ratio was the earliest of the
experience-rating formulas and continues to be the most popular.
Tt is now used in 33 States (table 7). Regardless of the type of
fund, the formulas are the same. The system is essentially cost
accounting. On each employer’s record are entered the amount of
his payroll, his contributions, and the benefits paid to his workers.
The benefits ars subtracted from the contributions, and the result-
ing balance is divided by the payroll to determine the size of the
balance in terms of the potential liability for benefits inherent in
wage payments. The balance carried forward each year under the
reserve-ratio plan is ordinarily the difference between the employer’s
total contributions and the total benefits received by his workers
since the law became effective. In the District of Columbia, Idaho,
. and Louisiana, contributions and benefits are limited to those since
a certain date in 1939, 1940, or 1941, and in Rhode Tsland they are
limited to those since October 1, 1958. In Missouri they may be
Timited to the last 5 years if that works to an employer’s advantage,
Michigan excludes the year 1938 and a specified portion of benefits
for the year ended September 30, 1946 (table 9).

The payroll used to measure the reserves is ordinarily the last
3 years but Massachusetts, Michigan, New York, South Carolina,
and Tennessee figure reserves on the last year’s payrolls only.
Tdaho, Nebraska, and South Dakota use 4 years. Arkansas gives
the employer the advantage of the lesser of the average 3- or 5-year
payroll, or, at his option, the last year’s payroll. Rhode Island uses
the last year’s pavroll or the average of the last 3 years, whichever
is lesser, New Jersey protects the fund by using the higher of the
average 3- or §-vear payroll, and Wisconsin the higher of last year’s
payroll or 20 percent of his payroll for the preceding year. As
indicated in table 9, adjustments in the payroll factor used for
employers with from'1 to 3 years of experience have been made in
a number of States.

The employer must accumulate and maintain a specified reserve
before his rate is reduced; then rates are assigned according to a
schedule of rates for ‘specified ranges of reserve ratios; the higher
the ratio, the lower the rate (fables 14 and 15). The formula is
designed to make sure that no employer will be granted a rate
reduction unless over the years he contributes more to the fund
than his workers draw in benefits. As the funds available for bene-
fits have increased, the rates for a given reserve have been decreased,
but in 28 of the 33 States (tables 7, 12, and 13) provision has been
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Table 9.—Years of benefits, contibutions, and payrolls used in experience-rating formula,
by type of formula

Employer with at least 3 years' exporience

Adjustment to equalize
tates for employers
with less than 3 years'

experience ¥
Biate

- Expe- | Pay- | Auto-

Years of benefits used 14 ‘Years of payrolls used rle?ica roll | matic
ratio
Reserve-ratio formnla ¢

Average 3 years_ .. ..o |aeooooas

All past years,_ Average last 3 or & years X

past. yenrs
All slnes July 1, 1539 ..
All past years
All past years._____
All sinee Jan. 1, 1840

All past years
All past years__
All past years 3.
Al past years 7.
All past years_..
All past years. .
Al past years..
All past years...
All past years.-
Al past years..
All past years
All past years
Al past vears,
All past years.__.
All since Oct. 1, 1
All past years
All past years..
All past years.__
Al past years. .
All past years, oo

-] Average 3 fiscal yeara 8

_| Average 3 yoara®

Average 3 yearS....___..

Averagoe 3 years. ___
Average 3 years.
Average 3 years._.__

Average 4 flscal years 8.
Aggregata 3 years___
Average 3 years.
Average 3 years s
Apgregate 3 years_

Last year...
Average 3 years.
Average 4 yoars !

Average 3 years8______
Average last 3 or b years 7.
Average 3 years,-.__..
Last year ...
Aggregate 3 years.
Average 3 years.
Average 3 years.
Aversge 3 years.
Last year or average 3 years T,
Las} year.i .....

Average 3 yvears.
Last year or 20
next preceding year.?

Beneflt-contribution-ratio formula *

Last 3 years_____ JR—

Last 3 years,
Last 3 years
Last 3 years-
Average 3 years
Last 3 years |

Last 3 years_._

Average 3 years
Last 3 years ..
Last 3 years_...

Ilinols. . eeceeiaaas
Oklshoma__.__._____

Benefit-wage-ratlo formula

Last 3 yearsooeee e Last 3 years_.____..____. X
Last 3 years. Last 3 FeArS. o vanromcaan X
Last 3 years !, Last 3 years X
Last 3 yenrs... 1,85t 3 FOAMS oo e oo X
Last 3 years. Last 3 YOArS oo vnmne X
Last 3 years_________..__ Last 3 Years oo cammem oo X
Compensable-separation formula
Last 3 years.__ ... Aggregate 3 years. . _.fee-cusaafraccaaan X

Payrolt-declines formtla *

Last 1-3 years? ________ ..

tFootnotes on page 27.)



made for one or more additional schedules of higher rates should
the State funds decrease. : . :

Benefit-ratio formula—The benefit-ratio formula also uses bene-
fits as the measure of experience but eliminates contributions from
the formula and relates benefits directly to payrolls. It is used in
6 States (table 7). The ratio of benefits to payrells is the index
for rate variation. The theory is that, if each employer pays a rate
which approximates his benefit ratio, the program will be ade-
quately financed. In 4 of the 6 States rates are further varied by
the inclusion in these formulas of 3 or more schedules, effective at
specified levels of the State fund in terms of dollar amounts or a
proportion of payrells. In Florida an employer’s benefit ratio be-
comes his contribution rate after it has been adjusted by three
factors: noncharge benefits, excess payments, and balance of fund.
The first 2 of these factors are added to each employer’s benefit
ratio and the third is either added or deducted, depending on the
fund balance. In Pennsylvania rates are determined on the basis
of three factors: funding, experience, and State adjustment.

Unlike the reserve ratio, the benefit-ratio system is geared to short-
term experience. Only the benefits paid in the most recent 8 years
are used in the determination of the benefit ratios (table 9). Adjust-
ment for newly subject employers is automatic under this formula.
Benefits paid in the most recent 1 or 2 years are related to payrolls
for the same period (table 9).

Benefit-wage-ratio formula—The benefit-wage formula, in use in
six States, is radically different. It makes no attempt to measure
all benefits paid to the workers of individual employers. The rela-
tive experience of employers is measured by the separations of
workers which result in benefit payments, but the duration of their
benefits is not a factor. The separations, weighted with the wages
earned by the workers with each base-period employer, are recorded
on each employer’s experience-rating record as “benefit wages.”
Only one separation per beneficiary per benefit year is recorded for
any ons employer but the charging of any benefit wages has been
postponed until benefits have been paid in the State specified: in

{Footnotes for Table 9.)

t Rate of an employer quallfyln{’on less than 3 years of experfence 1s based on all past years of benefits
and payrolls except in Ilinols and Vermont, where the experience ratio {3 based on charges to bis record and
payrolls during the 12 or 24 consecutlve calendar months immediately preceding the computation date.

2 In States for which an entry (s shown, opportunity for reduced rates Is equsgiaed, in, whole or in part,
between emploYers whose rates are based on less than 3 vears of experience and those who have completed
3 such yoars. text, page 21.

t Years of contributicon used same as years of benefits used in reserve ratio 8tates. Michigan exciudes
1938 and a specified portion of benefits for the year ended Bept. 30, 148,

+ Years are calendar years in Maryland, and in other States if computation date 13 December 31, other-
wise 12 months preceding computation date.

;l%og]nting New York with reserve ratio and@ Montana with benefit-contribution ratio rather than pay-
roll declines,

¢ Employers with at least 3 yoars of chargeability may elect to be rated each year on the basis of total
wages pald during the preceding calendar year as are employers with 1 or 2 years of chargeabillty.

T Whichever is lesser (Arkansas and Rhode Island); whichever s higher (New Jersey and Wisconsin);
or past 5 years, whichever Is to employer's advantage (Missourl}). An employer with 3 or more years’
experience may elect to be rated on total wages durlng the preceding year {Arkansas).

¥ Averago basod on fewer years of payrolls for employers quatifying on less than 3 years of experience.

? 1 year for now employers Increasing to 3 years for employers who have had 3 years or more of experlence,
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Alabama and Oklahoma, until payment is made for the second week
of unemployment; in Illinois and Virginia, until the benefits paid
equal three times the weekly benefit amount. The index which is
used to establish the relative experience of employers is the propor-
tion of each employer’s payroll which is paid to those of his workers
who become unemployed and receive benefits, i.e., the ratio of his
“benefit wages” to his total taxable wages. As under the benefit-
ratio formula, adjustment for newly subject employers is automatic
under the benefit-wage-ratio formula. The ratio of an employer’s
“benefit wages” to his total taxable payroll can be computed for 1,
2, or 3 years.

The formula is designed to assess variable rates which will raise
the equivalent of the total amount paid out as benefits. The per-
centage relationship between total benefit payments and total bene-
fit wages in the State during 3 years is determined. This ratio,
known as the “State experience factor,” means that, on the average,
the workers who drew benefits received a certain amount of benefits
for each dollar of benefit wages paid and the same amount of taxes
per dollar of benefit wages is needed to replenish the fund., The
total amount to be raised is distributed among employers in accord-
ance with their benefit-wage ratios; the higher the ratio, the higher
the rate.

Individual employers’ rates are determined by multiplying the
employer’s experience factor by the State experience factor. The
multiplication is facilitated by a table which assigns rates which
are the same ag, or slightly more than, the product of the employer’s
benefit-wage ratio and the State factor. The range of the rates is,
however, limited by a minimum and maximum. The minimum and
the rounding upward of some rates tend to increase the amount
which would be raised if the plan were effected without the table;
the maximum, however, decreases the income from employers who
would otherwise have paid higher rates.

Compensable-separations formula—Like the States with benefit-
wage formulas, Connecticut uses compensable separations as a meas-
ure of employers’ experience with unemployment. A worker’s
separation is weighted by his weekly benefit amount, and that
amount is entered on the employer’s experience-rating record. The
employer’s aggregate payroll for 3 years is then divided by the sum
of the entries over the 3 years to establish his index. For newly
subject employers the payroll and entries for the period of sub-
jectivity are used to establish the “merit-rating index.” Rates are
assigned on the basis of an array of payrolls in the order of the
indexes, the lowest rates to those with the highest indexes, Six
different schedules are provided, depending on the ratio of the fund
to the 3-year payroll (1.25 to 4.25 percent) and a further reduction



of rates is provided if the balance in the fund exceeds 4.25 percent
"of the last 3 years’ payrolls and the last year's contributions plus
"interest credited exceed the benefits for the same period by at least
$500,000. . The excess is distributed to all employers who qualify
for a rate reduction, in proportion to their last year’s payrolls, in
.the form of credit memoranda applicable on next year’s con-
tributions. -

- Payroll variation plan.—The payroll variation plan, used sepa-
rately or in combination with other factors, is independent of benefit
.payments to individual workers; neither benefits nor any benefit
derivatives are used- to measure unemployment. An employer’s
-éxperience ‘with unemployment is measured by the decline in his
payrolls from year to year or from quarter to quarter. The declines
-are expressed as a percentage of payrolls so that experience of
employers with large and small payrolls may be compared. If an
employer’s ‘payroll shows no decredse or only a small percentage
decrease over a given period, he will be eligible for the largest pro-
portional reductions. Washington measures the last 2 years’ annual
payrolls for newly subject employers and adjusts the percentage of
decrease required for each six credit classes; for other employers,
.the last 3 years’ annual payrolls are used on the theory that over a
period of time the greatest drains on the fund result from declines
in general business activity. Mississippl measures the stability of
‘payrolls from guarter to quarter over a 1-3-year period; the changes
reflect not only changes in general business activity but also seasonal
‘or irregular declines in employment.

Utah measures the stability of both annual and quarterly payrolls
and, as a third factor, the duration of liability for contributions,
commonly called the “age” factor. Employers are given additional
points if they have paid contributions over a period of yvears because
of the unemployment which may result from the high business
mortality which often characterizes new businesses. Montana also
has three factors: annual declines, age, and a ratio of benefits to
contributions; no reduced rate is allowed to an employer whose last
3-year benefit payments have exceeded his contributions. New York
has four factors: reserve ratio, quarterly payroll declines, annual
payroll declines, and age of business. Three of the four factors
(reserve ratio, quarterly payroll declines, and annual payroll de-
clines) are adjusted to equalize rates for employers with less than
3 years’ experience. The reserve ratio is the principal determinant
of rates since it accounts for 0-16 points and the other three factors
for 0-2 points each. Eight schedules of rates are effective when the
fund is at specified levels.

The payroll variation plans use a variety of methods for reducing
rates. Mississippi has four alternative rate schedules, depending on
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the reserve ratio of the State fund. Montana classifies employers
in 12 classes and assigns rates designed to yield 1.2 percent of
payrolls. Washington determines the surplus reserves as specified
in the law ? and distributes the surplus in the form of credit cer-
tificates applicable to the employer’s next year's tax. No surplus
is distributed unless it amounts to 10 percent of last year’s con-
tributions. The amount of each employer’s credit depends on the
points assigned him on the basis of his experience with annual pay-
roll declines and his taxable payrolls. These credit certificates
reduce the amount rather than the rate of his tax; their influence on
the rate depends on the amount of his next year’s payrolls.

In Utah employers are grouped in 10 classes according to their
combined experience factors, and the surplus is assigned to the first
nine classes by specified weights, multiplied by the taxable wages
of each group of employers. The surplus assigned to the class is
subtracted from 2.7 percent of the taxable wages of the class, and
the contribution balance for the class is translated into a contribution
rate for each class.

Transfer of Employers’ Experience

Because of Federal requirements, no employer can be granted a
reduced rate unless the agency has at least a 1-year record of his
experience with the factors used to measure unemployment. With-
out such a record there would be no basis for rate determination.
For this reason all State laws specify the conditions under which the
experience record of a predecessor employer may be transferred to
an employer who, through purchase or otherwise, acquires the prede-
cessor’s business, In 12 States (table 10) the authorization for
transfer of the record is limited to total transfers, i.e., the record
may be transferred only if a single successor employer acquires the
predecessor’s organization, trade, or business and substantially all
its assets. In the other 38 States the provisions authorize partial
ag well as total transfers: in these States, if only a portion of a
business is acquired by any one successor, that part of the prede-
cessor’s record which pertains to the acquired portion of the business
may be transferred to the successor.

In 33 States the transfer of the record in cases of total transfer
automatically follows whenever all or substantially all of a business
is transferred. In 17 States the transfer is not made unless the
employers concerned request it. Of the 38 States providing for
partial transfers, 13 make the partial transfer mandatory and 25,
optional. Thirteen of these latter 25 combine mandatory total
transfers with optional partial transfers.

* See table 12, footnote 11.
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Table 10.—Transfer of experience for employer rates, 50 States !

Total transfers Partial transfers Rata for successor who
Enter- was employer ¥
prise
State + [ must be

contlnued| Previous | Based on

Manda- | Optional | Manda- | Optional 25 rata con- | combined
tory (33 17 tory (13 Stﬁﬁes) States) [ tinued (28 | expericnce

States) | Btates) | States) States) {21 States)

Massachusetts, ... X} ..o
Michigan 3.___
Minnegota 2
Misslssippd oo
Missouari.
Montana_
Nebraska.,

New Hampshire._ .
Now Jersa¥y ) ooocrrvcacnnen

New Mexicod ...
New York.__.
North Carolina_

-

Okiahoma X

Oregen. ... - GO (VSRR IV SOOI R

Pennsylvania. cv-cuseamaeo|ocomooeo o

Rhode Island._ . cooceo|oaccacmaof X foccciiil) VX ledeeoaaaol

Bouth Coreling. oo aaa_. X P S X

South Dakota ameaeeaa |
Tennessee_..
Texps...
Utah____
Vermont..
Virginia_..
Washington_
West Vieginia.
Wisconsin_..

MMM

1 Exciuding Alaska which has no experience rating provision.

t Rate for remainder of rate year for a successor who was an employer prior to the acquisition,

® No transfer may be made 1f it 15 determined that acquisition was made selely for purpose of qualifylng
for a reduce rate {California and Nevada); if purpose was to avoid rate higher than 2.7 percent (Minnesota);
if successor is not a liable employer and does not elect coverage or if total wages allocable to transferred
property are less than $10,600 {Michigan) or less than 25 pereent of predecessor’s total (District of Columbla);
if transfer would be inequitable (Minnesota and New Mexico); unless zgency finds employment experietice
of the enterprise transferred may be considered indicative of the [uture employment ¢xperience of the succes-
sor (New Jersey).

4 Transfer is limited te one In which thers is reasonable continuity of ownership and management.

t Partial transfers are limited to transfers of separate establishments for which separate payrolls have
been mainteined,

¢ Optional (by regulatlon) §f sucecssor was not an emplayer.

? Successor moy reject transfer within 4 months,

¢ By regulation.

¥ A rated (qualified} employer pays st previously assigned rate; an unrated but subject employer pays
at a rate based on combined experience,

18 Not applicable. All employers pay rate of 2.7 percent; qualified employers recelve credit agalnst con-
tributions due for employment in remsinder of year in lieu of reduced rates,

oL,
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Under most of the laws, transfers are made whether the acquisi-
tion is the result of reorganization, purchase, inheritance, receiver-
ship, or any other cause, Delaware, however, permits transfer of
the experience record to a successor only when there is reasonable
continuity of ownership and management.

Some States condition the transfer of the record on what happens
to the business after it is acquired by the successor. For example,
in 25 States there can be no transfer if the enterprise acquired is
not continued (table 10) ; in 4 of these States (District of Columbia,
Massachusetts, New York, and Wisconsin) the successor must em-
ploy substantially the same workers. In 18 States® transfer of
the experience record is conditioned upon the successor’s assumption
of liability for the predecessor’s unpaid contributions.

Most States establish by statute or regulation the rate to be as-
signed the successor employer from the date of the transfer to the
end of the rate year in which the transfer occurs, The rate assign-
ments vary with the status of the successor employer prior to his
acquisition of the predecessor’s business. Twenty-eight States pro-
vide that an employer who has a rate based on his own experience
with unemployment may continue to pay that rate; 21 others, that
he be assigned a new rate based on his own record combined with
the acquired record (table 10).

Differences in Charging Methods

Various methods are used to identify the employer who will be
charged with benefits when a worker becomes unemployed and draws
benefits. IExcept in the case of very temporary or partial unem-
ployment, compensated unemployment occurs after a worker-em-
ployer relationship has been broken. Therefore, the laws indicate
in some detail which one or more of a claimant’s former employers
should be charged with his benefits. In the reserve-ratio and benefit-
ratio States it is the claimant’s benefits which are charged; in the
benefit-wage States, the benefit wages; in the compensable-separation
State, the weekly benefit amount of separated employees. There is,
of course, no charging of benefits in the payroll-decline systems.

In most States the maximum amount of benefits to be charged
for any claimant is the maximum amount for which he is eligible
under the State law. In Arkansas an employer who willfully sub-
mits false information on a benefit claim to evade charges is penal-
ized by charging his account with twice the claimant’s maximum
potential benefits.

8 Arkangas, Distriet of Columbla, Florida, Idaho, Indiana, Iowa, EKentucky, Mlichigan,

Missourl, Nebraska, New Hampshire, New Mexico, New York, Ohlo, Oklahoma, South
Carolina, West Virginia, and Wisconsin,
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In the States with benefit-wageratic formulas the maximum
amount of benefit wages charged is usually the amount of wages
required for maximum annual benefits; in Alabama and Delaware,
the maximum taxable wages. In Texas benefit wages charged for
any one claimant are limited to $2,688; in cases where base-period
wages exceed $2,688, $2,688 is distributed among base-period em-
ployers in proportmn to total wages.

Charging most recent employem —In four States (M-une, New
Hampshire, South Carolina, and West Virginia) with a reserve-
ratio system, Vermont with a benefit-ratio, Virginia with a benefit-
wage-ratio, Montana with a benefit-contributions-ratio, and Con-
necticut with a compensable-separation system, the most recent
employer gets all the charges on the theory that he has primary
responsibility for the unemployment.

All the States which charge all benefits to the last employer re-
lieve, of these charges, an employer who gave a worker only casual
or short-time employment. Maine limits charges to a claimant’s
most recent employer who employed him for more than 5 eonsecu-
tive weeks; New Hampshire, more than 4 weeks; Virginia, more
than 30 days; and Montana and West Virginia, at least 3 weeks.
South Carolina omits charges to employers who paid a claimant
less than eight times his weekly benefit and Vermont, less than $175.

Connecticut chapges the one or two most recent employers who
employed a claimant 4 weeks or more in the 8 weeks prior to sepa-
ration.

Charging base-period employers in inverse chronological order—
Fourteen States limit charges to base-period employers but charge
them in inverse order of employment (table 11}, This method com-
bines the theory that liability for benefits results from wage pay-
ments with the theory of employer responsibility for unemployment;
responsibility for the unemployment is assumed to lessen with time,
and the more remote the employment from the period of compensable
unemployment, the less the probability of an employer’s being
charged. A maximum limit is placed on the amount that may be
charged any one employer; when the limit is reached, the next pre-
vious employer is charged. The limit is usually fixed as a fraction of
the wages paid by the employer or as a specified amount in the base
period or in the quarter, or as a combination of the two. Usually
the limit is the same as the limit on the duration of benefits in terms
of quarterly or base-period wages (see page 78).

In Michigan, New Jersey, New York, Rhode Island, and Wiscon-
sin the amount of the charges against any one employer is limited
by the extent of the claimant’s employment with that employer,
i.e., the number of “credit weeks” he had earned with that employer.
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Table 11.—Employers charged and benefits excluded from charging, 47 States which
charge benefits or benefit derivatives

Employers charged Bonefits excluded from charplog
Reim- [Major disqualification
All burse- nvelved
hase- Bene- | ments
period Base-period em- fit | under
Btate employ-| ployers in inversa All charges to |award | inter- Dis- | Re-
er pro-| order of employ- one employer | finally| state |Volun-|charge|fusalof
portion-|{ ment up to amouni specified re- | wage | tary | for | suits
ately Specified (10 States) versed | com- leaving mis- | abla
(23 (14 States) ¢ bining] (37 | con- | work
States) States)| plan [States}{ duct ®
(26 (36 |States)
States) Btates)
Alabama ! X . e X X X 1X
Ar1zona. X - X X 11X X
Arkansas. . |occe.o 14 base-period Waged. [ .-maamm—cccamomfemmooo o X X X
California. X b, S x X
Coloradd . e |- % wages up to 54 of X X X X
3234 r current
wha.
Connecticut. o fcuee—o _| 1or 2 most ¥e- |.cccuafoceaas X X X
cont.d
Delaware! ___.__ | X - —— X X X |
Digltrict of Colum- .o [ (O R [ . G PR (R

Iowa. -
per quarter,
Kansas X
Kentucky. X -
Lowlsiant. v.weree- X |eeees - -
Malne - - Mostrecent e __| X |- X X t X
Maryland.. .. [ G T O Prineipal*__._| X X X b, S
Massachusetis____|________ 34 pereent of baser | ocaeeeo oo e X LI G PR
peried wages.
Michigan. oo oo 3{1 cl'edit weeks UP |avamemceeoenean X X
Minnesoto._—..._.| TX | - X X 1 X pd 11X
Missouria me oo |eiaea 14 wages up to $286 X b-4 X X X
per quarter.’
Montana_ oo oo e el Mostrecentd .| X |oo.o_ 3IX |- X |ocaeaeo
Nebraska._________| ..o % base-period wages._ |- oo oemoomcas X |eoeoo X X feceee.
Nevada.__ X R . X X b O
New Hampshire | woe | Most recents___| X ¢ X ' X X Jeeemean
Now Jersey. 34 haso weeks up t0 [-ccocemanmeae o X . S
New Mexico. .. . SO U [ P S N X X |ocemae-
Now York oo | Credlt weeks up £0 feeeeomememeeee b S SR (ESSIOIG A E,
North Carolina.——_} X |cccceemm e cee e memmm e X ¢ X X X |ermemee
North Daketa._.__| S el X - X X o
Qhig_ Al base-period  |ccccemmemeeo oo X .« IR S, -
wages,
Oklahomai ______| X ... X X
Oregon._____ X e 11X
Pennsylvanin.. S PR FOUDII U ORI
Rhode Island. -] __- %ma:'ezdit woeks up |oeeem X X
South Carplina.._. |- Mostrecents_ | X X
South Dakota In proportion to | _______ X eoeee
base-period wages
paid by emplover.
Tennessee. .. ... X e
Texas!.. X |
Vermont.. _______ . Most recent s__,
Virginia ! _| Most recent & X
West Virglnia_ ... Most recent # X
Wisconsin,__ X fememee-
Wyoming. . ___.__. X s e X X —————

t Btate has benefit-wage-ratio formnla, except in Texas bepefit wages are not charged for claimants whose

001'.[}

nsabie unemployment 15 of short duratlon (see page 27).

mission of ¢harge [s Hmited to aggravated misconduct {Alabama} and to refusal of reemployment [n
suitnble work (Florida, Georgia, Maine, and Minnesota).

(Footnotes continoed on page 386.)

34



I New York if a claimant had 26 or more weeks of employment
with-his most recent employer within the past 52 weeks, no charge
is made to any other employer; otherwise charges are made in in-
verse chronological order to all employers who gave him his last
26 weeks of employment. In Missouri most employers who employ
claimants less than.3 weeks and pay them less than $120 are skipped
in the charging.

If a claimant’s unemployment is short, or if the last employer
in the base period eniployed him for a considerable part of the base
period, this metliod of charging employers in inverse chronological
order gives the same results as charging the last employer in the
base period. If a claimant’s unemployment is long, such charging
gives much the same results as charging all base-period employers
proportionately. - . '

All the States which provide for charging in the inverse order of
employment have determined, by regulation, the order of charging
in case of simultaneous employment by two or more employers. ’

Charges in proporiion to base‘period wages~On the theory that
unemployment results from general conditions of the labor market
more than from a given employer’s separations, the largest number
of States (23) charge benefits against all base-period employers in
proportion to the wages earned by the bemeficiary with each em-
ployer. These States include 14 with reserve-ratio formulas, 4 with
benefit-ratio formulas, and & of the 6. States with a benefit-wage-
ratio system. T : . - L

Their charging methods assume that liability for benefits iriheres
in wage payments. So do.those of the two States that charge all
benefits to the prinéipal employer. Idaho charges all benefits to
the employer who paid a claimant the largest amount of base-period
wages and Maryland, to an employer who paid the claimant 75
percent of his base-period wages; otherwise the charges are pro-
rated proportionately among all base-period employers.

(Footnotes for Table 11.) , .

# Charges are omitted also for ¢laimants leaving for compe]ling personal ressons not attributable to em-
ployer and not warranting a disqualitication (Arizona); for elaimani convicted of a felony or misdemeanor
(Massachusetts); if benefits ate pald after separation bLecanse of pregnancy or marital obligations (Minne-
spta and South Daketa); for claimant leaving to accept a more remuneraiive Job (Missouri), for claimant
leaving most recent wark to marry or move with husband and children (Montana),, during an uninter.
rupted period of unemployment after childbirth (New Hampshire), - R

{One ¢r 2 employers who employed elaieant in 4 or moro calendar weeks in 8 weeks prior to any com-
pensable separation. 90 to 15 parcent of charges s canceled 1f employer rehires claimant ofter 1-6 wesks
of benefits or claimant refuses offer of reemployment by employer charged. -

§ Charges are omitted for employers who paid claimant rless than $20 (Florida); less than § times woekly
hencfit amount (South Carolina); less than $175 (Vermont); or who emplnyed claimant less than § weeks
(Montana, by regulation}; not more than 4 consecutive weeks (New Hamnpsbire), § weeks (M aine), 30
days (Virginia), or at Jeast 3 weeks uniess there has been subsequent employment in noneovered work for
% I{J{r more ;weeks (West Virginia); or who employed claimant Iess than & weeks and paid him less than $120

issouri},

§ Employer who'paid largest amount of base-period wages (Idaho); 75 percent of base-period wages or
benefits are charged proportionately te base-period employers (Marvland), . .

? An employer who paid 90 percent of & claimant’s base-period wages in 1 base period is bot charged for
beneflts hased on earninge during the next 4 guarters nnless he empioyed the elsimart in some part of
the third or fourth guarter following the base period. Charges omitted for employers who paid claimant
less than the minimum qualifving wages. — -

8 Charges omitted if elaimant is paid less than minimum qualifying wages (New Hampshire, North
Caroling, and Oregon); and for benefits’in"excess of the'smount payable under State law (New Hamp-
shire and Qregon). . A f .

f But not more than 50 percent of base-perind wagos 1f srupleyer makes timely application.
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In two of these States, employers who were responsible for a
sma]} amount of base-period wages are relieved of charges. In
Flo;’lda an employer who paid a claimant legs than $20 in the base
pBI:IOd is not charged and in Minnesota an employer who paid a
clalmant less than the minimum qualifying wages is not charged
unless the employer, for the purpose of evading charges, separates
employees for whom work is available. i

In West Virginia benefits paid for partial unemployment are
charged to the current employer, and in Alabama, Arizona, Hawaii,
Io*;.va, Minnesota, and New York, an employer who employed a
claimant part time in the base period and continues to give him
substantially equal part-time employment is not charged for benefits.

Four States (Arkansas, Colorado, Maine, and North Carolina)
have special provisions or regulations for identifying the employer
to be charged in the case of benefits paid to seasonal workers; in
general, seasonal employers are charged only with benefits paid for
unemployment occurring during the season, and nonseasonal em-
ployers, with benefits paid for unemployment at other times.

Nonchm"ging of Benefits

In many States there has been a tendency to recognize that the
costs of benefits of certain types should not be charged to individual
employers. This has resulted in “noncharging” provisions of
various types in practically all State laws which base rates on
benefits or benefit derivatives (table 11). ~In the States which
charge benefits, certain benefits are omitted from charging as indi-
cated below; in the States which charge benefit wages, certain wages
are not counted as benefit wages. Such provisions are, of course,
not applicable in the two States in which rate reductions are based
solely on'payroll decreases.

The omission of charges for benefits based on employment of
short duration has already been mentioned (see pages 85 and 36
and footnote 5, table 11). The postponement of charges until a
certain amount of benefits has been paid (page 28) results in non-
charging of benefits for claimants whose unemployment was of very
short duration. In 35 States, charges are omitted if benefits are
paid on the basis of an early determination in an appealed case and
the determination is eventually reversed. In 26 States, charges are
omitted for reimbursements in cases of benefits paid under a re-
ciprocal arrangement authorizing the combination of the individual’s
wage credits in two or more States, Le., situations when the claimant
would be ineligible in the State without the out-of-State wage credits.
In. 9+ of the 12 States with dependents’ allowances no dependents’
allowances are charged to employers.

_ 4 Alagka, Connectient, District of Columbia, Maryland, Massachusetts, Nevada, North
Dakota, Rhode Istand, and Wyoming.
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- Another.type of omission of charges is for benefits paid following
a period of disqualification for voluntary quit, misconduct, or re-
fusal of suitable work or for benefits paid following a potentially
disqualifying separation for which no dlsquahﬁcatlon was imposed,
for example, because the claimant had good personal cause for leav-
ing voluntarily, or because he got a job which lasted throughout the
normal disqualification period and then was laid off for lack of
work, The intent is to relieve the employer of charges for unem-
ployment due to circumstances beyond his control, by means other
than limiting good cause for voluntary leaving to good cause
attributable to the employer, disqualification for the duration of
the unemployment, or the cancellation of wage credits. The pro-
visions vary with variations in the employer to be charged and
with the disqualification provisions (see page 88), particularly as
regards the cancellation and reduction of benefit rights. In this
summary, no attempt is made here to distinguish between noncharg-
ing of benefits or benefit wages following a period of disqualification
and noncharginging where no disqualification is imposed. Thirty-
seven States provide for noncharging where voluntary leaving is
involved; 36 States, discharge for misconduct; and 9 States, refusal
of suitable work (table 11). Four of these 9 States limit noncharg-
ing to cases where a claimant refuses re-employment in suitable work,

Alabama, Connecticut, and Delaware have provisions for can-
celing specified percéntages of charges if.the employer rehires the
worker within specified periods.

Requirements for Rafe Reduction

In accordance with the Federal requirements for experience rating,
no reduced rates were possible in any State during the first 3 years
of its unemployment insurance law. ¥xcept for ‘Vlsconsm, whose
law preceded the Social Security Aect, no reduced rates were effective
until 1940 and then only in three States.

The requirements for any rate reduction or for successive sched-
ules of rate reduction vary greatly among the States, regardless of
type of experience-rating formula.

Prerequisites for any reduced rates—Thirty-two laws now contain
some requirement of a minimum fund balance before any reduced

rate may be.allowed. In 6 States the “solvency” requirement is in
terms of millions of dollars; in 6 States in terms of a multiple of
benefits paid; in 15 States in terms of a percentage of payrolls in
certain past years; in 4 States in terms of whichever is greater, a

specified amount or a’'specific requirement in terms of benefits or
payroll; and in Kentucky it is in terms of a fund solvency factor.
Such factor is determined by dividing the “benefit cost ratio” into
the “state-wide reserve ratio.” The “benefit cost ratio” is the per-
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Table 12.—Fund requirements for any reduction from standard 2.7 percent rate and for
most favorable schedule, 50 States!

Requirsments for any reduction in rates

Mil- | Multiple of benefits | Percent of payrolls Requirement for most

Etate llens of pald (8 States) (18 States) favorable scheduie 2
dollars
{10
States) { Mul- Yenrs Per. Years
tiple cant
AlRDAMA. ool [ ().
Arizong § oo 13 percent of payrolls,
Arkansas._ . _.o.o.... 1 2 times henefits.
California ¢ 15 7.1 percent of payrolls.?
Colorado—oocceeeeael] 100 |oooaes $65 million.
Conmecticud o [ieaieeo|mmnaaas 4.25 percent of payrolls.?
Delaware. 1 million,
vious 1.

Dist. of Columbia . || 2.4 | Last 1_____| 5 percent of payrolls,

Florida 8. o[ e o |

%'1).5 petcent of payrolls,

$110 million,
%nl percent of payrolls,

123 perrent of payrolls,
Over $35 million.
10 percent of payrolls.

7 percent of payrolls.
8.5 percent ¢f payrolls.
$100 million.

.| 8 percent of payrolls.
........ 7.5 percent of payrolls.

Nebragka W0 e

New Hampshires._______| 12 [...__. [ D $20 milllon.

Now Jersey. o ocevmcmceefemmmcem e cmaecee|ermnccmcaees 2.5 | Lastl..._ 12.5 perceat of payrolls.
New MexIeo. e oo e e 2.5 AYerage 5 percent of payrolls.?
New YOrK .o ' 14 porcent of payrolls.?
North Carolina 10.5 pareent of payrolls,
North Dakota, oo 19 percent of payrolls.
L0 [V Over 7.5 percent of
payrolls.? .
Qklahoma. . ceeemmaoo | 2 A\llemge ___________________ 3.5 tlmes benefits.t
ast b,
Oregon ¥ oo b 5 Average !
. last 8.
Pennsylvania b ___ . P S RPNV SR
Rhede Island. ... RPN PR 6.5 | Last 1 or

7 percent of payrells.

$125 milion,

Over $200 milllon and 8
percent of payrolls.+

10 percent of payrolls.

12 percent of payrolls.

Virginda_ e % parcent of payrolis.??

Washington 1

‘West Virglnla s_____..___.

Wisconsin.________... R

Wyoming . e

- 51215 milllon,
1
1.5 percent of payrolls *

| Excindes Alaska which has no exporience-rating provision. When aliernatives are glven, the greater
applies, Seealso table 13.

2 Payroll used Is that for last year except g indicated; last 3 years (Connecticut); average 3 years (New
Mexicn, Ohlo, and Virginia); last year or 3-year average, whichever is more (New York); average 5 years
(Oklahoma}; 5 vears (Wyoming).

3 One rate schedule but many schednles of different requirements for specified rates applicable with
different *'State experience factors” under benefit-wage-ratio formula. Alabama and Illineis bave special
solvency factors; see text. *

4 Indeterminate oumber of schedules {see table 7).

+ gpspension of reduced rates is discretionary (Callfornia and Bouth Daketa), 2.7 I5 effective unill next
quarter after required balance is restored (Culifornin); for 12-month period (Ceorgia); until fund equals
5.5 pcr'cenr. if reserve falls below 4.5 percant (Massachuseits); untii fund is $32 million (Montana); as long

. {Footnotes contlnued on page 39.)
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centage ratio obtained by dividing taxable wages for the last 5
years into the amount of benefits paid during the same period and
“state-wide reserve ratio” is the pereentage ratio obtained by dividing
taxable wages for the last year into the fund balance (table 12).
In some of these States, the specified balance is the signal for rates
to return to the standard rate, 2.7 percent, rather than the point at
which reduced rates are payable. (See table 12, footnote 5.) Re-
gardless of form, the purpose of the requirement is to make certain
that the fund is adequate for the benefits that may be payable.

More general provisions are included in the Maine and New
Hampshire laws. The Maine law provides that if in the opinion
of the commission an emergency exists, the commission after notice
and public hearing may reestablish all rates at 2.7 so long as the
emergency lasts. The New Hampshire commissioner may similarly
set & 2.7 rate if he determines that the solvency of the fund no longer
permits reduced rates.

In 17 States® there is no provision for rates to return to the
standard rate. In 14 of these 17 States rates are increased (or a
portion of all employers’ contributions is diverted to a special ac-
count) when the fund (or a specified account in the fund) falls
below the levels indicated in table 13. In Texas individual employ-
ers’ rates increase automatically when a heavy drain on the fund
increases the “State experience factor.” In Florida individual em-
ployer’s rates also increase automatically due to the addition of an
“adjustment factor” when the fund falls below 4 percent of the
taxable payrolls in the preceding year. In Pennsylvania individual
employer’s rates increase automatically, due to an increase in the
funding and experience factors when the fund falls below $300
million. , .

Prerequisites for certain schedules—Twenty-four of the States
with fund requirements for any reduction of rates and 12 States
without such requirements have fund requirements which bring into
effect one of two or more rate schedules. The multiple schedules

* Alabama, Flovidn, Tilfnols, Michtgan. Minnesota, Missourl, Nebraska, New York, North

Caralinn, Ohlo, Pennsylvania, South Caroling, Tennessee, Texas, Vermont, Virginia, and
Wisconsin, N

(Footnates for Tohle 12} .
as the condition persists (Oregon); until next Yanuary 1 on which fund equnls $45 million {(West Virginta);
in ease comnmission davides that emergency avists, 2 7 rate effective (Maire and New Ilampshire),

* Effoctive Janusary 1, 1961, 6.7 percent of payrolls and after 1961, 6.2 percent of payrolls,

T Secondary adjusiment i3 made by issuance of credit certificates when fund exceeds 4.25 percent of 3-year
payroil and contributions in last year exceed benefits by $500,900 (Connecticut); when fund reaches 7 percent
and 7.25 percent of avernge taxable payrolis In last 3 years (Virginia).

§ Fund requirement is 1 or 2 of 3 adjustment factors used to determine rates. Such factor is either adeted
or deducted from ab employer's benefit ratio (Fleridn); such 2 factors may be zero and 0.1 percent when
the fund balance is over $300 million (Pennsylvania).

¥ Rato schedule applicable depends upon “fund solvency factor”. A 2.5 factor required for any rate
reduction and a 6 factor required for most favorable rate schedule. -See toxt for detalls, ‘An individual
employer’s account must be af least 5 tines the largest amount of benefits charged in last 3 years.

i.u:; No requirement for fund balance in law; rates set by CommiSsioner in accordancs with authorization
aw.

U Rates are reduced by distribution of surplus; surplus is lesser of {1} the excess of the {und over 4 tines
last vear's contributions and (2} 40 percent of such contrittions. ' )

_!2 Feur schedules of raduced rates. (Rates reduced when gross wages have decreased 5, 10, and 15 percent
Below the preceding yoar and find’s balancing accouns is nf least $25 milliontt "' - 04 ¢

'584024—61-—4 39



Table 13.—~Fund conditions under which lecast favorable schedule s applicable, 14
fates ! without provision for suspension of reduced rates

Indicated fund is less than Range of rates
Multiple of bene- Percent of payrolls
State Fund Mil- fits pald
lions of Minr- | Maxi-
dollars mum | mom
Mui- Years Per- Years
tiple cent
Alabama. G5 2.7
Tinos. A 4.0
i . ] 4.0
Michigan 10 45
Minnesots o comcoo|eooooo .6 3.0
Misseuri____ .5 £E3.5
Nebraska b ..o - ® 2.7
Trust. ... Qreater of last 1 1. 3.2
ar 3 years
Now York __oooo—_- average.
General 2.3 4.2
............ .9 3.7
.8 3.2
1.3 2.7
1.5 83.0
1.4 2.7
........... .5 2.7
Baloncing. i} 4.0

1 Excluding Oklahoma and Texas where individual rates increase as thoe *‘State experience factor’ in-
cresses and Florida where a1l rates are raised by the addition of an “adjustinent factor’” wheneyer the fund
falls below 4 percent of taxable payroll in preceding year,

1 State exporience Isetor doubled when fund is less than amount equal to 1,5 times product of the highest
taxable puyroll of last 3 years tumes the highest benefit-payroll ratio in last 19 years.

& Additional contributlon of 6.5 percent required 1f the negntive adjusted balence of the solvency account
is $24 million or more,

+ Qr contributions, if greater.

B Rate increnses 9.3 percent per yvear up to 59 pereent.

4 Rates set by rule In accordance with authorlzation in law, no minimum specified.

' And contributiong are pxceeded by benefits in any quarter.

¢ Maximum rate incressing to 3.3 percent July 1, 1960, 3.5 percent July 1, 1961, and 4 percent July 1, 1962,

# And a decroase in gross wages from preceding year is less than § percent and benefits do not exceed 1
percent of gross wages by $10 million ¢r more.

are so varied as to be impossible of presentation comparatively. As
the State funds available for benefits increase, these experience-
rating formulas lower employers’ rates for a given reserve ratio by
schedule or by subtracting a given amount from each rate or
dividing each rate by a given figure or adding new lower rates in
the most favorable schedule. Table 12 presents the requirements
for the most favorable schedule as well as the requirements for any
reduced rates, Of the 24 States with fund requirements for any
reduction of rates and one or more additional schedules, the solvency
requirements are presented in full for 9 States that have only 2
schedules; and for the 15 States with more than 2 schedules, the
range is shown. Table 13 shows the fund conditions under which
the least favarable schedule is applicable and the range of rates in
such schedule for the States without provision for suspension of
reduced rates,

Two of the three States with benefit-wage-ratio systems and no
fund requirement prerequisite to rate reduction have provisions for
raising or lowering the State factor in accordance with the amount
in the fund so as to raise or lower all employers’ rates. The laws
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contain only one rate schedule but the changes in the State experi-
ence factor change the benefit-wage-ratio prerequisite for a given
rate, In Alabama, if the balance in the fund at the end of the year
is less than the minimum normal amount (114 times the highest
ratio of benefits to payrolls during the last 10 years applied to
the highest taxable payrolls in the last 8 years), the State experience
factor is doubled and all employers® rates are raised one or more
brackets according to the table of employers’ benefit-wage per-
centages by State experience factor, In Illinois the State experience
factor is increased 1 percent for every $7 million by which the
amount in the fund falls below $450 million and reduced 1 percent
for every $7 million by which the amount in the fund exceeds $450
million. The result is to increase or decrease any given employer’s
rate within the same schedule. Virginia provides for rate increases
of one and two steps when the fund balance is less than 5 percent
and less than 4.75 percent of the average of payrolls for the last 3
years. , T

Wisconsin has four schedules of rates (table 7) but no fund
requirements of the type discussed here. The law provides for ‘suc-
cessive reduction of rates when gross payrolls have decreased by 5,
10, and 15 percent or more and Benefits exceed 1 percent of gross
wages by $10, $20, and $30 million or more; the fund’s balancing
account must, however, have a net balance of $25 million or more.

In addition to the alternative schedules for increased rates, 27
State laws have general provisions which require the State officials
to inform the Governor and the legislature whenever they believe
that a change in contribution rates is necessary (see page 79). '

Requirements for rate reductions for individual employers.—Each
State law incorporates at least the Federal requirements (see page
20) for reduced rates of individual employers. A few require more
than 3 years of potential benefits for their employees or of benefit
chargeability; a few require recent liability for contributions (see
table 9). Many States require that all necessary contribution re-
ports must have been filed and all contributions due must have been
paid. If the system uses benefit charges, contributions paid in a
given period must have exceeded benefit charges.

Voluntary contributions—In 26 States employers may obtain
reduced rates by voluntary contributions {table 7). The purpose
of the voluntary, contribution provision in 22 States with- reserve-
ratio formulas is to increase the balance in the employer’s reserve
so that he is assigned a lower rate, which will save him more than
the amount of the voluntary contribution. ' In Minnesota, Pennsyl-
vania, and Wyoming, with benefit-ratio ‘systems, the purpose is to
permit an employer to pay voluntary contributions to cancel benefit
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charges to his account and thus reduce his benefit ratio, In Montana
voluntary contributions are used only to cancel the excess of benefit
charges over contributions, thereby permitting an employer to re-
ceive a reduced rate.

Rates and Rale Schedules

In 47 States rates are assigned in accordance with rate schedules
in the law; in Nevada in accordance with a rate schedule in a regu-
lation required under general provisions in the law. In 41 States
the rates are assigned for specified ratios; in 29 of these States for
specified reserve ratios (see table 14); in 6 States for specified bene-
fit ratios; and in 6 States for specified benefit-wage ratios. In
Arizona and Kansas the rates assigned for specified reserve ratios
are adjusted to yield specified average rates. In Mississippl rates
are assigned according to specified payroll declines; in New York
according to employers’ scores on a combination of points (see page
29); and in Connecticut, Idaho, and Montana according to em-
ployers’ experience arrayed in comparison with other employers’
experience, Connecticut arrays its employers’ payrolls in 13 equal
parts and assigns specified rates to each group according to the
fund balance (see page 28). TIdgho arrays its employers who meet
the requirements for reduced rates in 13 groups; 20 percent of the
employers with the best reserve ratios pay 0.3 percent; those with
the next 20 percent pay 0.4 percent; those with the next 10 percent
pay 0.6 percent; those with each succeeding & percent pay 0.2 per-
cent more. Montana arrays its employers according to their com-
bined experience in three factors and assigns rates specified in the
law (0.5 to 2.7 percent) to yield approximately 1.2 percent of the
total annual payrolls.

The laws of Utah and Washington contain no rate schedules. In
Washington surplus funds are distributed by credit certificates. If
any employer’s certificate equals or exceeds his required contribu-
tion, for the next yvear, he would in effect have a 0 rate. In Utah
surplus fundsare distributed as described on page 29.

Thirteen States have schedule of variable rates; this number in-
cludes two States with benefit-wage systems with only one rate
schedule but with another variable, the State benefit factor, deter-
mining any employer’s rate for a given benefit-wage ratio and
Florida and Pennsylvania where individual employer rates are ad-
justed up or down depending” on the *balance of fund” factors,
Thirty-five .States have two or more schedules applicable under
different conditions of the fund. Some-laws include detailed alter-
native schedules; other, a basic schedule and provisions for raising
or lowering each rate, at stated fund levels, by a specified amount
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or percent within certain maximum and minimum rates, or by
eliminating the lower rates when the fund falls to certain levels.
Texas has an indeterminate number of schedules; for each $5 mil-
lion in excess of the amount over $200 million which represents 8
percent of taxable wages, each employer’s rate is reduced 0.1 per-
cent from computed rates but no employer pays less than 0.1 percent
or more than 2.7 percent.

The largest number of schedules—13—is in West Virginia, where
employers’ rates vary from a schedule of 9 rates (1.1 to 2.7 percent)
when the balance in the fund is less than $40 million to a schedule
of 7 rates (0 to 2.7 percent) when the fund is $115 million or more.
The largest of reduced rates in a schedule is 27 in Rhode Island,
varying from 0 to 2.6 by 0.1 percent intervals, The smallest number
of reduced rates is two in Colorado (table 7). ,

Computation dates and effective dates—In all but 8 States the
effective date for new rates is January 1; in these 8 it is April 1 or
July 1. In 30 States the computation date for new rates is a date
6 months prior to the effective date; however, in 11 States with a
January 1 effective date, the computation date is the preceding
~ December 31. In the other 9 States, the lag is 3 or 5 months (table
8). .

Six States have special computation dates for employers first
meeting the requirements for computation of rates. Michigan, with
a regular computation date, June 30, and effective date, January 1,
provides a special computation date of December 31, for employers
who first qualify between the regular computation and effective date.
Alabama, Arizona, Georgia, South Carolina, and Texas compute
rates (to be effective the following quarter) at the end of each calen-
dar quarter for employers first qualifying during the quarter.

Minimum rates—Minimum rates in the most favorable schedules
vary from 0 (16 States) to 1.2 percent of payrolls in Oregon. In
Washington, which has no rate schedule, some employers may have
a 0 rate. Only two States have a minimum rate of 0.6 percent or
more. The largest number of States (25) have minimum rates of
0.1 to 0.3 percent inclusive; six have 0.5. The minimum rate in
Utah depends on the surplus and the payrolls of the employers in
the various classes to which the surplus is distributed. In 1960,
it is 1.2 percent.

Minimum rates in the least favorable schedule of the States with-
out provision for suspension of reduced rates range from 0 in
Wisconsin to 1.3 percent in New York where an additional 1-percent
contribution may be required for the general account.

Mazximum reduced rates—The maximum reduced rates in the
most favorable schedules vary from 0.5 percent in Colorado to 2.6
percent in seven States.
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Table 14.—Contribution rates in most favorable schedule, by reserve ratio, 29 States! with reserve-ratio formula ?

=3
uwbo. - Ly~ g— -0 e O el QW
pue o'l Sos o tea et e i g ras
(=] w
& — -y s bl -1 -] — - MDD D e O % n
o See o oo fao t ot e u g e
=) s
e — -0y e — e DR e % w
B Soo o tme " oot e e
E )
o — -y - 00 Y -y L=2--R ] 1312 % 5
= oo T 'c 'so tles Tt - s o oo
S [
3 - -y — Ek="F -] — WY Y 0 n—“ o~y
] coo o rme e e T L S e e
= )
- - il B - HHM WY 1312 % 5
— Soo "'e ‘oo TS T Tt -0 ‘e ‘oo
=] ]
n.U- -t 12 1 115 116 L—x-rE o 13l2 % 5
— Soo o ‘oo ‘m ‘o i o o ‘oo
=) )
p l —_ e D @ = % o
— sSee o 'so 'dM ‘o " it e ‘o ‘oo
uy w =]
- - 12 - 125 119 e — 2315 2 5
~ cgoc ‘s 'ss ‘4o o Thde e fee
=] ]
i — 12 - NI S D 231612 5
- S 2 "o ‘co'=m'o it - o ‘oo
2] o
= —o el HGW e M 351522 73
— S e s ‘o '=-'o it Hle o
[=] =]
- — 0 - . - D — ] O 6D - 451542 73
— S ‘o e ‘oo H o "t MRS B
2] ]
= b —_ QNN N0 OhAR0e oo
- S ' o ‘oo AT e et : o ‘o
=l o _5 - AR S 771976 =)
= S ‘@ e oo A T T T Mt e e
“ = ]
- - g 0 HID N eOSmWeIs  Dmm 992999 cmo
m 8 Seo L A A T CRCR R
[ 5
@ (=] n
g = m wos  mie l2 MDD DD CB O N D ey
g 3 Sie e .D.LL...L L P
=
w =
= & a o S SN mMON0OME P00 N AN nO
a - [=1at=] - - R N —— e - T
Ind =]
: =) =
- . = |- —o 5% MWD mI DOO D HOITIWN LD
b o6 =1 L R S e i P A S A e
ks 0 d-o ‘Ho ' ‘et ~ = I I B R
=1
g =
&~ - w - 1045% OO DD 53636%0555
m —_—o " = I - e Ot
=]
= - AP0 Y PEEC0mH MO oomeBno~n
- .L.L.O.LL.L.E o el I e e e B
wy [I=1r]
t wo AMEROE NN HHABH NNN SROERDSBDO
w I T T T S P R R R P ' PN
—nio i Cedoiciai Ted cieird il Teaisied— Ted
=
< o ABNOTF BAMREDE 0NN BBEh—OO DS
-l * i .0122.1.1.“1.“2. o e e B T - 1= O T Dot
wy w =
- Y MBRINT WO TIOW DIBE b D i
- S Rl .OIZZLLLZ oF = —1 2LL222.2.2L2
= - ARG IO WO 1015 MO R s
ot s .L2I.0222LL22 i cmmcigiciccicicy
s b= 1775967775657 T000 DR b I
il it Teieim " Teaciqicioiciol Teidiel giei—icicicicasiciod
=) o OGO @®M= =B Ot =600 =M [ i o 10
~f Moo ‘oanial | Taicicdcieioded cledel oiesicicicinisicis
w ™= LR R L L e T o)
o oioio ‘eicicd ‘—edcinio=cicd cieiel ecini-ioicicicipigiod
uy
< ~r OO @t b= 00b=t  Ferdrd  Perd W=D b P D O
il i “cicigi ‘cigigicicieicicd oicicd qici—ciciciciciai;
v T~ FEEELERELEEEELGLEGE L EEEELE]
o Qigio =piciel ‘cimcicimeicion oioind cici~cicicanicicis
= T~ FEEEEEEEL R LT LR
o cicio ~icicicipicicicicivcicicd oioied  mici-ciciciccicien
o T D  DEa e b I b [ fe fe [e @ [ B B i I T 83 G0 I~ 43 B T e T 063
- iod T Soicicicicinieicivicicisl cicied eimi—ciciciciciai;
S EOEEELEELEEE L B S T E RS
— cicd T opicimciciciciciviciclon eioand sysi~amaeicicicied
" LG EELEEEEELEEE LR GEEEEELLELE
(=} dind T sieisicicisisinvsicdoicial edaied sicicicdeisicionsicd
o Ll =1 Lo BB ol ol Lol SN SN S =Tl o) o) Lol ol [ T e e e Y L]
oied T eiciniciciciciciciocicod cioici ccicicicicicicicied
daTE[Uq Fabm b= bmbe e Fm Be Ch b B e OO 83w B B De B B [e B Be Do Fe Be © Fe
STy cindcd cicicicmmcicicicdodaiod qicicd oomciccicicaeiciw
v T T O
i ! .m__ _".".“"HMI"“"
i i igy 1 i \ a4
P8 PREB ot id 18 iesEag
H H 'l 1B A 84 12 1 iSSR0 S
=2 i e 1 Pan L v __hﬂke.m.hl
- oa_...v_a .uniuu.m_su 18 R da g EE
2 8ECefadd 95 19gE4as (ESO R | 190Q 22T
& BEgcinRe (30 4a 28l ena o (Ee o278
R R B R - P T e
eI e ke -k = R
SG0A CHEIMIEEEEZry 2z ZOCRAREERE

(Footnotes on page 45.)



Rates above the standard rate.—Seventeen States provide for rates
above 2.7 percent, varying from 2.9 percent in Florida, to 4.5 per-
cent. in Delaware (table 7). In California, Minnesota, Missouri,
New Jersey, and Ohio, the maximum rate in the most favorable
schedule is 2.7 percent. In Michigan the maximum rate in the most
favorable schedule is higher. than the standard rate (3.9) but less
than the highest rate in the other schedules. In North Carolina
the penalty rate applies only to employers with a minus balance -
regardless of the schedule. In Delaware the penalty rate applies
to the most favorable schedule; the less favorable schedules merely
eliminate one or more of the lower rates. In Wisconsin the penalty
rate in the basic schedule is 4 percent; in the three schedules applica-
ble when gross payrolls have decreased (see page 41), the highest
rates are 3.6, 3.2, and 2.9 percent.

In addition, some employers in New York may pay emergency
contributions of 0.2 to 1.0 percent to the “general account” when
it falls to certain levels, in addition to their regular contributions.
Michigan requires emergency contributions of 0.1 to (.5 percent when
the negative adjusted balance of the solvency account is at certain
levels. These special accounts in New York and Michigan are bal-
ancing accounts credited with such items as interest and penalties
collected from employers, earnings on moneys in the fund, and
lapsed balances of employers’ accounts, and debited with benefits
not chargeable to employers’ accounts and employers’ negative bal-
ances written off. Maryland requires additional contributions of 0.5
and 1.0 percent when the fund balance is less than 5.0 percent of
payrolls.

Rates for given reserve ratios—Table 14 (except as noted in foot-
note 1) summarizes the contribution rates for given reserve ratios
in the most favorable schedule in each State nsing this system of
experience rating. In 8 of these States there is only 1 schedule.
In the other 21 States, the most favorable schedule is not applicable
if the State fund does not meet the requirements indicated in table

{Feotnotes for Table 14.})

1 Excluding Arizonn and Kansas which adjust rates propertionately to provide speeified approximate
tax yields when total fund assets are within specified ranges; Idaho which arranges employers’ payrolls in
order of thelr reserve ratios and assigns rates on the basis of rate classes; and New York in which rates are
assigned in accordance with 4 experience factors of which reserve ratio 13 the principal factor,

1 Reserve ratio Is in terms of percentage ©f 1-year's payroll or average annual payroll, Schedules for
Indiann, Kentucky, and North Carclina, stated in terms of ratio of reserve to 3 years’ aggregate payroll
and for South Dakota in terms of 4 years’ aggregate payroll, are converted to average annual payroll over
specified period, Contribution rates shown are those in schedules under the most favorable statewide fund
conditions. BSee table 7 for number of other schedules and maximitm rates in least favorable schedule, table
9 for years of contributions, bepefits and payrolls used in the State formula and table 12 for requirements for
most favorable schedule,

1 In States noted rates shown do not necessartly apply to specified reserve ratlo percentages shown but
mpy apply sornewhere in a given 0.5 percent interval, for example, a 0.5 percent rate in the District of Colum-
bia applies to employers with reserve ratios of at least 2.9 percent but iess than 3.4 percent. In Nebrasks
and Nevada the reserve ratio percentages aro specified by rule.

1 An employer with a ninus balance may have his rate increased ¢ 3 percent per year until it reaches 4.5
percent; thereafter, it will be 3,6 percent (Missouri); schedule does apply until rate year 1962 ( Rhode Island);
maximtm rate for a negative balance increasing to 3.3 percent after Juty 1, 1960 and to 3.5 percent after July
1, 1861 (Tennessen), . .

4 In Wisconsin slternative schedules with rates 10, 20, and 30 percent lower become effective when gross
;;gges }'Illave decreased 5, 18, and 15 percent below the preceding year and fund’s halancing acoount is at least

million, -
™~

-~
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12. Among the 29 States there are no two identical schedules, Rate
reduction below 2.7 percent for individual employers depends in
1960 on widely varying reserves. In Colorado, the District of
Columbia, Missouri, New Jersey, North Dakota, and Ohio, em-
ployers with a reserve balance of 1 percent or less of payrolls are
assigned reduced rates (0.5 to 2.5 percent). At the other extreme,
employers in Oregon must have 7 percent of average annual pay-
rolls to pay less than 2.7 percent. Thirteen of the 29 States require
a reserve of at Jeast 8 percent before an employer pays less than
2.7 percent.

The incidence of the 0 rate in the 11 States having such a rate is
as varied as the incidence of the first reduced rate discussed above,
The reserve required for a 0 rate varies from 2 percent in Colorado
to 15 percent in Missouri.

The formulas for benefit ratios are so diverse in the intervals used
that the rates per benefit ratios can be compared only by consulting
the table and the footnotes.

Wisconsin prevents sudden increases of rates by a provision that
no employer’s rate in any year may be more than 1 percent more
than in the previous year. Michigan limits the increase in an em-
ployer’s rate to 1.0 percent. Montana provides not more than two
jumps above the preceding rate.

Table 15 summarizes the contribution rates for given reserve
ratios in the least favorable schedule of the reserve-ratio States
which have no provision for suspension of reduced rates.

Experience of Employers Who Enter Armed Forces

Twenty-one States have special provisions permitting assignment
of a reduced rate to an otherwise eligible employer whose business
was closed for a period solely bhecause of his entry into the Armed
Forces. If the business is resumed within a specified period (usually
2 years) after the employer’s release from active duty, the employer’s
experience is deemed to be continuous throughout the period and his
rate is based on such of his prior contributions, payrolls, and benefits
(including benefits paid to any individual during the period the
employer was in the Armed Forces based upon wages paid by the
employer) ag is appropriate under the State’s formula, These 21
States include 15 with a reserve-ratio formula,® 3 with a benefit-
wage-ratio formula (Alabama, Delaware, and Illinois) and 8 with
a benefit-ratio formula (Florida, Maryland, and Minnesota).

& Arkansas, District of Columbia, Georgla, Tdaho, Nebraska, New Hampshire, New

Jersey, New Mexico, Ohio, Pennsylvania, Rhode Island, South Carolina, Bouth Dakots,
Tennessee, and Wisconsin.

-

-
—
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Table 15.—Contiibution rates in least favorable schedule, by reserve ratio, 8 States with reserve-ratio formula ! and no provision for suspension of

reduced rotes t

Minus 160

bal- | 0 (0.5|L.0/1.5(2.012. 63.0)3- 5|4. 0{4. 5/5.0/5. 5/6 0/6. 5{7.0/7. 5! 8.0 8.5 (9 0|9 5/10. 0]10. 5{11. 0|11, 5[12.0|12 5{13 0|13, 5{14.0[15.0{16.0/17.0;18. 0|and

State ance over

1
Contributlon rates ¥

Michigan 4, .o .._ 4.0/4. 0i4. 0|4. 0]4.0[3. 03. §/3. 7|3. /3. 3]2. 8(2 3|1. 9|1 7{1, 5|1.3/1.1| .9 | .8 .7| .7 .6 .5 .5 .5 .5 .8 .5 .5 .8 .5 .5| .5 .6 .8
Missouri 8. _ - 3.813. 213. 213. 213. 213 1(3. 012, 912 $12, 712, 712,512 5l2. 812, 3{2. Ut ol 7 it.7 [Laltalea o3 ol vl (ol .8 .70 .71 .6l (& .a&l .& .& .5
Nebraska®_ .____ - 271272712 71272212 7|2 7)2. 712 6|2.0;1. 511 0f . 5] .3 .2 .1 ) .1 ..y 2.2 P T R Y IS | N | I | AN § [N 1 BNPRS | R Y (R | R |
North Carolina - 3702 772 7|2 T2 T2 2 T2 T[22 72 T2 T2 T2 R T2 T2 7 (25 (2. 3|2.afz 1 (Lo n7 L L3 L3 L1 .e .9 .8 .9 .9 .9f .9
Oblo, .o - 3 2|3.23.012 8[2.8)2. 6(2. 6:2. 4/2.4(2. 2|2 2(2,0{2 0{1. 8|1, 8|1 6/1.6i1.4 (1.4 1£.2/1,2/1.1 (L1 |10} Lo} .o .9 .8 .8 .7 .6 .6| .6 .6/ .6
South Carolina. - 2,712 712.7|12.7(2. 7|12 7|2. 72 7|2 7|2, 7)12. 7|2 7[2 7|2.7(2. 7(2. 7|2, 7i2 352.35]2.0(2.0(1-65/1.65) 1.3] 13| 1.3| 1.3] 1.3| 1.3 1.3 1.3} L.3) L.3| 1.3 1.3
Tennesses ... - 3.003.012.7(2 7]2. 7|2 7[2. 7|2. 7|2 7}2. 7|2. 7|2. 7|12. 7|2. 7|2 7[2. 7(2. 7{2.4 |24 j2.4[2. 32 1 |21 | L8 1.8] .5 1.5 1.5 1.6 1.5 1.5 1.5 1.5 1.5/ 1.5
Wiseonstn_ - oo 4,0]3. 5[3. 5[3. 5[3. 5|3. 0|3. ¢/3. 0[3. 0| 2. 5|2, 5[2. 6|2. 5{2.0|2.0{L. 6|1 51.0 (1.0 | . 5] .5 o 0 op o o o o o o o o o o ©

1 Reserve ratlo 18 in terms of percentages of I-year's payroll or average annual payroll,
Bohedule for North Caorollna stated In terms of ratio of reserve to 3 years' aggregate
payroll is converted to average annual payroll.  Contrlbution rates shown are those in
schedules under least favorable State-wide fund conditlons, in Wisconsin under most
{favorable gross-wage or benefit conditions. For additlonsl emergeney contributions
te solvency accounts see footnote 4. See table 7 for number of other schedules, table 9
for years of contributions, benefits and payrolls used in the State formula and table
13 for requirements for least favorable schedule.

Excludes New York In which rates are asslgned In aecordance with 4 experience
factors of which reserve ratis Is the priziclple factor.

1 Rates shown apply to the reserve ratlo specified; they show the range of reserve
ratlos to which any given rate applies; for this purpose, for example, 4.5 percent in
Missouri should ke read as 4.5 to 4.98 percent. See also footnotes 4, 5, and 7.

1 Additional emergeney contributions of 0.1 to 0.5 percent for solvencgiaccount. are

required under conditlons shown in tabls 13. The intervals in the Michigan law are

as follows:

Reserve ratlo: Rgte Reserve ratlo~Continued Rate
Less than 1.0 pereent . oeeeeo- 4.0 52 ssthanb4. oo ————— 2.1
1.9, loss than 2.8 . eeemoo 39 54, Jessthanb.7._

26, lessthan 3.2 _____ . _______.. 3.7 5.7, less than 6.1..

3.2 lessthan 3.7 (oo - 35 6.1, less than 6.6. -

3.7, lessthan 4. ... 3.3 6.6 lessthan 7.2_.

41, lessthan 4.4 ..o .. __- 3.1 7.2, Jess than 8.0. -

4.4, lessthan 4.6 ... 2% 29, lessthan9.0..

4.6, less than 4.8 ___ ... 2.7 0., Jess than 10.0-

4.8, lessthan 8.0 cmmeeimmom e 25 10,0, OF IROTB e emeae e
5.9, less than 6.2, .. o .cveeeoooon 2.

8 An employer with a minug balance may have his rate increased 0.3 percent per year
until it rearhes §.0 percent; thereafter, 1t will be 4.1 percent.

¢ Rates sperified by rule [n accordanee with provision that the agency shall lssue
rates annually.

‘r'IH\a intervals in the North Carolina law (converted {0 average annual payroll} are
as follows:

Debit ratlo: Rute Credit reserve ratio: Rate
5.4 percent and over. ... .. 37  Lessthan 8.4 percent. . o.euoao. 2.7
4.8, loss than 6.4_.___ e-e- 3.6 8.4, lessthan 9.0...... - 25
4.2, less than 4.8.__ e 35 9,0, loss than 9.6 .- .. 2.3
3.6, less than 4.2_ . -~ 3.4 0.6, less than 10.2. ___. -2
3.0, less than 3.6_.. - 3.3 102, lessthan 10.B..__ .- 19
2.4, less than 3.0... eee- 3.2 108, lessthan 11.4.___ 17
1.8, less than 2.4_ .. amee 3.1 11.4, less than 12,0, . - 15
1.2, less than 1.8_.. —--- 3.0 120, less than 12.6_. --13
0.8, less than 1.2___ —eem 2.9 12.6, less than 13.2. - 11
Less thatt 0.6 cao oo ccmeeememe 2.8  13.28nd OVercacimuaicciccorrraanan -« .9

£ Maximum rate for a negatlve balanee Increases to 3.3 percent after July 1, 1960, and
to 3.5 percent after July 1, 1961,



